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SUMMARY 


In  World  War  II,  conditions  that  were  external  to  the  dairy  industry 
gave  rise  to  special  governmental  regulations  affecting  the  industry.     Pro- 
cedures under  the  Federal  milk  marketing  agreements  and  order  program,  which 
had  been  established  to  stabilize  fluid  milk  prices  in  a  depression  proved 
both  serviceable  and  adaptable  under  the  new  environment.     The  foremost  of 
the  wartime  conditions  was  inflation.     Because  fluid  milk  was  essential  to 
the  health  and  morale  of  the  Nation  and  because  it  represented  an  important 
food  expenditure,  price  ceilings  were  applied  tcbottled  milk  early  in  the 
program  to  control  inflation.     In  the  wake  of  controls  came  subsidies.     In- 
flation controls  were  needed  for  reasons  other  than  direct  aid  to  the  dairy 
industry;  however  these  measures  probably  enabled  the  industry  to  carry  out 
its  functions  of  production  and  distribution  better  than  they  might  have 
been  carried  out  under  conditions  of  uncontrolled  inflation.     But  certainly 
price  controls  caused  some  maladjustments  which  were  tolerable  only  because 
they  were  necessary  for  attaining  the  larger  objective. 

The  second  fact  giving  rise  to  wartime  regulations  was  that  war  cre- 
ated new  demands  and  greatly  changed  the  relative  importance  of  various 
branches  of  the  industry.     The  unprecedented  increase  in  the  per  capita  con- 
sumption of  fluid  milk  is  a  case  in  point.     These  changes  came  so  quickly 
that  they  overtaxed  the  industry's  normal  capacity  for  adjusting  to  change. 
Besides,  prices  that  were  controlled  for  purposes  of  controlling  inflation 
were  largely  useless  as  guides  to  adjustments  in  production  and  distribution, 
So  nset-aside,B  allocation,  and  limitation  orders  and  consumer  rationing 
were  applied. 

Finally,  the  dairy  industry  had  to  contend  with  regulations  over  the 
services  and  materials  it  needed,  regulations  which  reflected  new  demands, 
curtailed  resources,  and  disrupted  price  structures  of  other  industries. 
Shortage  of  manpower  and  materials  was  a  Nation-wide  problem.     Measures 
with  respect  to  the  fluid  milk  industry  which  helped  to  conserve  manpower, 
equipment,  and  supplies,   included  the  adoption  of  e very-other-day  milk  de- 
liveries and  the  provisions  of  the  Milk  Marketing  Economies  order   (WFO-ll) . 
This  order,  for  example,  eliminated  all  package  sizes  for  milk  smaller  than 
1  quart,  except  where  the  milk  was  resold  for  consumption  on  the  premises. 

This  report  considers  the  regulations  that  were  of  greatest  impor- 
tance to  the  functioning  of  Federal  milk  marketing  agreements  and  orders. 
The  price- support  programs  that  were  transformed  from  peace  to  war  and  back 
to  peacetime  uses;  price  controls;   subsidies  which  served,   if  not  to  in- 
crease, at  least  to  stabilize  production  and  prevent  liquidation  of  herds; 
and  set-aside,  limitation,  allocation,  and  rationing  orders.     The  latter 
measures  were  employed  to  effect  distribution  which  ordinarily  is  accom- 
plished through  the  uncontrolled  pricing  mechanism. 

The  report  tells  when  each  measure  came  into  effect  and  when  it  was 
terminated.  In  each  instance,  the  major  reasons  for  the  action  are  given, 
although  a  brief  report  obviously  cannot  appraise  and  evaluate  the  merits 
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FEDERAL  MILK  MARKETING  ORDERS  AND  DAIRY  PROGRAMS 
IN  WORLD  WAR  II 

By  Gertrude  G.  Foe 1 sen 
agricultural  economist,  Dairy  Branch 

I  -  INTRODUCTION 

Ten  years  ago  the  Nation,  through  its  regular  agencies  and  through 
special  wartime  agencies,  was  gearing  itself  to  meet  the  needs  of  World 
War  II.  Again  we  are  confronted  by  a  world  situation  which  necessitates 
a  reconversion  of  the  economy  under  regulations  resembling  to  some  degree 
those  of  that  war.  In  view  of  this  turn  of  affairs,  it  appears  particur 
larly  desirable  to  provide  —  especially  for  the  information  and  conven- 
ience of  those  who  are  concerned  with  the  problems  and  programs  of  the 
fluid  milk  industry  in  the  present  situation  —  a  compact  summary  and  de- 
scription of  the  several  different  yet  interrelated  activities  which  com- 
prised the  World  War  II  dairy  program.  It  is  hoped  that  this  study  will 
be  useful  to  those  who  must  develop,  administer,  and  live  under  the  emergen- 
cy programs  affecting  milk  marketing  during  the  period  ahead.  For  sources 
dealing  mostly  with  other  special  phases  of  dairying  during  the  war  period 
see  citations  (4) ,  3/  (6) ,  (7) ,  (2) . 

In  recent  years  historical  studies  of  certain  milk  markets  were 
undertaken  by  the  Research  Division,  Dairy  Branch,  Production  and  Marketing 
Administration  to  provide  an  exposition  and  evaluation  of  the  marketing 
structure  and  pricing  mechanisms  for  fluid  milk  under  Federal  regulation. 
Although  the  Federal  orders  functioned  more  or  less  normally  during  the  war 
years,  a  knowledge  of  the  adaptation  of  these  regulatory  programs  to  the 
various  war  measures  is  necessary  to  a  clear  understanding  of  market  per- 
formance during  that  period.  This  report,  therefore,  is  also  intended  to 
serve  as  a  supplement  to  the  individual  historical  studies  on  Federal  milk 
regulation.  It  emphasizes  relations  between  the  major  war  regulations  af- 
fecting milk  marketing  and  the  older  Federal  order  programs. 

Wartime  orders  were  superimposed  upon  an  industry  which  already  was 
operating  under  the  price -support  program,  under  section  32  (of  Public  Law 
No.  32,  74th  Cong.),  projects  under  the  national  school  lunch  program,  and 
the  marketing  agreement  and  order  program.  These  regular  programs  were, 
insofar  as  possible,  adapted  to  war  objectives.  The  price- support  program, 
for  example,  was  administered  during  the  war  years  so  as  to  encourage  the 
production  of  those  dairy  products  most  essential  to  the  war  effort. 

The  complexity  of  the  production  and  marketing  structure  for  milk 
and  dairy  products  was  particularly  evident  under  the  special  regulations 


1/  Underscored  numbers  in  parentheses  refer  to  Literature  Cited, 
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II  »  TRANSITION  FROM  A  PEACETIME  TO  A  WARTIME  ECONOMY 

Effect  upon  the  Agriculture  of  the  Nation 

In  this  country ^  governmental  policies  and  the  ensuing  controls  over 
the  national  economy  were  affected  by  and  were  related  closely  to  the 
several  stages  of  the  war.  The  "blitzkrieg"  of  the  spring  and  summer  of 
1940  shut  off  Great  Britian  from  her  usual  European  sources  of  a  number  of 
products,  among  which  were  milk  and  dairy  products.  In  the  United  States 
the  tremendous  expansion,  in  1940-41,  of  defense  plants  together  with  the 
rapid  induction  of  men  into  the  armed  services  created  a  serious  shortage  of 
labor,  particularly  on  farmsi  the  increased  industrial  employment  at  higher 
wages  and  for  longer  hours  simultaneously  created  a  greatly  expanded  consumer 
purchasing  power |  and  the  rapid  advance  of  the  Japanese  during  the  period  of 
defensive  warfare  deprived  the  United  States  and  her  allies  of  large  amounts 
of  critical  materials,  such  as  tin,  rubber,  jute,  and  certain  fats  and  oils* 
Under  these  and  other  disruptions  incident  to  the  war,  the  agriculture  of  the 
United  States  was  transformed,  in  a  few  years,  from  a  condition  of  general 
overproduction  (in  relation  to  effective  demand),  low  prices,  and  surplus 
disposal  problems,  to  one  in  which  scarcities,  production  incentives^  and  price 
and  materials  control  measures  were  the  distinctive  features. 

Changes  in  Fluid  Milk  Markets 

The  following  quotation  from  The  Falls  Cities  Cooperative  Dairyman  (2) 
presents  a  graphic  summary  of  changes  in  the  Louisville,  Ky.,  marketing  area 
during  the  defense  period  —  it  could  well  have  been  said  of  many  another 
fluid  milk  marketing  areas 

Patriotism,  Production,  and  Profit 

It  is  not  hard  to  see  the  way  sentiment  is  turning 
and  plans  are  progressing  throughout  the  nation  rela* 
tive  to  national  defense  and  aid  to  Britain.  In  our 
nation,  plans  are  rapidly  becoming  realities  and  we  see 
surrounding  our  Falls  Cities  market  a  vast  defense  pro- 
duction program,  producing  soldiers  out  of  civilians  at 
Fort  Knox,  powder  out  of  chemicals  at  Charlestown,  Ind,9 
practice  battlegrounds  out  of  the  peaceful  hills  of 
Southern  Indiana,  and  gun  mounting  plants  and  landing 
fields  out  of  the  garden  land  adjacent  to  Louisville. 
This  means  more  and  more  consumers  of  milk  as  the  Gov- 
ernment is  spending  millions  in  this  area  for  national 
defense . 
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Beginning  with  the  establishment  of  the  Secretary1 s  Agricultural 
Advisory  Council  in  September  1939,  the  step- by- step  development  of  the 
defense  and  war  program  on  the  ttagricultural  front"  is  sketched  in  a 
chronology  by  Baker  and  Rasmussen  (1).  It  discloses  that  early  agricul- 
tural defense  efforts  were  implemented  largely  through  special  committees 
and  conferences  and  through  representation  on  the  Advisory  Commission  to 
the  Council  of  National  Defense.  On  May  17,  1941,  various  phases  of  the 
defense  effort  were  centered  in  an  Office  of  Agricultural  Defense  (later 
War)  Relations*  Also  in  May  of  19 41  a  National  Defense  Conference  was 
called  by  President  Roosevelt  to  review  the  state  of  human  nutrition  in  the 
United  States.  Fluid  milk  was  recognized  as  a  highly  important  food  in  a 
program  to  maintain  the  health,  efficiency,  and  morale  of  the  people  through 
adequate  nutrition.  How  the  fluid  milk  industry,  and  particularly  the  fed- 
erally regulated  markets,  under  necessary  war  controls,  met  the  challenge 
of  adequately  supplying  the  wartime  requirements  for  this  essential  food, 
is  one  of  the  main  themes  of  this  report. 

As  the  war  deepened,  agricultural  problems  and  responsibilities  were 
segregated  in  the  United  States  Department  of  Agriculture.  The  War  prod- 
uction Board's  authority  over  requirements,  allocations,  priorities,  and 
procurement  of  food,  for  example,  was  transferred  to  the  Secretary  of  Agri- 
culture by  Executive  Order  9280,  December  5,  1942.  The  Executive  Order  also 
reorganized  the  Department  of  Agriculture,  and  established  a  Food  Production 
Administration  and  a  Food  Distribution  Administration  as  units  of  the  Depart- 
ment. On  March  26,  1943,  the  Administration  of  Food  Production  and  Distri- 
bution, was  established  within  the  Department  to  carry  out  these  functions 
and  other  wartime  responsibilities  of  the  Department  with  an  Administrator 
directly  responsible  to  the  President.  Soon  thereafter  (Executive  Order  No. 
9334,  April  19,  1943)  the  Administration  of  Food  Production  and  Distribution, 
the  Commodity  Credit  Corporation,  and  the  Extension  Service  were  consoli- 
dated within  the  Department  of  Agriculture  into  a  War  Food  Administration. 
This  agency  was  authorized  and  directed  to:  Assume  full  responsibility  for 
and  control  over  the  Nation1 s  food  program;  to  ascertain  and  determine  the 
direct  and  indirect  military,  other  governmental,  civilian,  and  foreign  re- 
quirements for  food,  both  for  human  and  animal  consumption  and  for  industrial 
uses;  and  to  formulate  and  carry  out  a  program  designed  to  furnish  a  supply 
of  food  to  meet  such  requirements,  including  the  allocation  of  the  agricul- 
tural productive  resources  of  the  Nation  for  this  purpose. 

As  has  been  intimated  milk  and  dairy  products  were  considered  to  be 
essential  in  the  diet  of  civilians,  of  the  Armed  Forces,  and  of  the  popu- 
lations of  Allied  nations;  therefore,  a  number  of  wartime  measures  were 
instituted  to  stimulate  production  of  milk  and  to  provide  for  the  most  ef- 
fective utilization  and  allocation  of  milk  and  dairy  products. 
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of  the  price  and  production  changes  which,  under  these  circumstances,  were 
being  felt  by  dairymen  across  the  country  were  commented  on  in  the  bulletin 
of  the  Twin  City  Milk  Producers  Association  as  follows: 

As  this  is  written  a  meeting  is  planned  on  Sep- 
tember 12  with  Government  officials  who  are  coming 
to  St.  Paul  to  discuss  the  high  prices  paid  by  the 
Government  for  milk  moving  into  evaporated  milk  and 
cheese,  while  not  much  help  is  being  given  in  sup- 
porting the  butter  market.  It  is  hoped  that  plans 
can  be  worked  out  to  save  the  Minnesota  creameries 
and  to  help  market  milk  organizations  to  secure  a 
price  in  line  with  the  condense ry  and  cheese  prices. 

Plans  have  been  made  to  enlarge  the  powder  ca- 
pacity of  our  Farmington  plant  and  to  transfer  milk 
from  the  other  plants  to  Anoka,  so  as  to  make  the 
largest  amount  of  Dry  Milk  Solids  possible  for  Gov- 
ernment use.  Our  organization,  like  most  others,  is 
using  every  effort  to  cooperate  to  the  fullest  extent 
with  the  Government.  We  only  regret  that  the  British 
cannot  use  both  the  butterfat  and  solids- not-fat  and 
we  hope  that  our  Government  can  work  out  something 
along  this  line  to  keep  the  industry  in  balance.  (11) 

These  changes  as  the  Nation  moved  from  peace  to  war,  in  price  re- 
lationships of  manufactured  dairy  products,  and  their  repercussions  on  reg- 
ulated milk  markets  led  to  the  adoption  of  alternative  formulae  which,  in 
one  form  or  another,  related  the  price  of  milk  not  only  to  butter,  but  also 
to  the  other  major  dairy  products. 

Milk  Supply  not  Solely  Related  to  Parity 

The  expansion  in  milk  production  and  the  changing  price  relationship 
with  respect  to  parity,  are  presented  in  table  1.  The  average  prices  re- 
ceived by  farmers,  in  1940,  for  milk  sold  wholesale  and  for  butterfat  were 
still  below  the  parity  level.  In  1941  the  parity  goal  finally  was  attained 
for  milk  sold  wholesale.  From  1942  through  1948  the  prices (on  an  annual 
basis)  both  of  milk  sold  wholesale  and  of  butterfat  were  considerably  higher 
than  their  respective  parity  prices.  But  in  1949  the  simple  average  price 
($3.99  per  cwt.)  received  by  farmers  for  milk  wholesale  was  only  12  cents 
greater  than  the  parity  price  and  the  simple  average  price  of  butterfat  (62.0 
cents  per  lb.)  was  1.6  cents  less  than  the  parity  price.  In  1950 ,  moreover, 
the  average  price  (13.92  per  cwt.)  of  milk  sold  wholesale  was  51  cants  less 
than  the  parity  price  and  that  of  butterfat  (61.8  cents  per  lb.)  was  9*1 
cents  less  than  the  parity  price. 

However,  other  factors  than  favorable  or  unfavorable  price  levels 
with  respect  to  parity  may  strongly  influence  the  trend  of  milk  production. 
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Figure  1.  —  Index  numbers  of  milk  production  and  of  total  agri- 
cultural production,  1925-50. 
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the life  of  the  Commodity  Credit  Corporation,  the  Department  of  Agriculture 
was  required  to  support  the  prices  of  those  nonbasic  j/  commodities  for 
which  the  Secretary  had  requested  by  public  announcement  that  production  be 
expanded.  The  support  was  to  be  at  not  less  than  85  percent  of  parity,  and 
to  continue  for  a  2-year  period  beginning  with  January  1  after  the  official 
ending  of  hostilities.  By  amendment,  October  2,  1942,  the  minimum  support 
level  for  Steagall  commodities  was  raised  from  85  to  90  percent  of  parity. 

Longer  term  price- support  levels  advanced  sharply  during  the  war 
period  (table  2) .  In  fact,  after  the  inauguration  of  the  lend-lease  program 
in  1941  prices  of  fluid  milk  and  of  dairy  products  were  such  that  for  sev- 
eral years  no  purchases  primarily  for  price-support  purposes  were  necessary. 
This  condition  continued  in  1946  after  the  termination  of  lend-lease.  In 
194-7,  however,  211  million  pounds  of  nonfat  dry  milk  solids  were  purchased 
for  price-support  purposes.  This  stockpile  later  was  sold  to  other  Gov- 
ernment agencies  for  use  in  foreign  occupied  countries  and  for  foreign  relief, 
In  1948  prices  of  dairy  products  again  were  well  above  the  mandatory  sup- 
port level;  but  in  1949  and  1950  sizeable  purchases  (for  price- support  pur- 
poses) were  made,  not  only  of  nonfat  dry  milk  solids,  but  also  of  butter 
and  cheese.  In  the  latter  year  the  Commodity  Credit  Corporation  (for  price- 
support  purposes)  purchased  128,  109,  and  352  million  pounds,  respectively, 
of  creamery  butter,  Chedder  cheese,  and  nonfat  dry  milk  solids. 

Price- support  and  Procurement  Operations 

Ever  since  th©  passage  of  the  Lend-Lease  Act  in  March  1941  the  Com- 
modity Credit  Corporation  has  been  making  purchases  under  its  so-called 
supply  program,  to  meet  urgent  requirements  from  abroad  for  food  (including 
some  dairy  products)  and  other  commodities.  Although  these  procurement  op- 
erations are  not  made  primarily  to  support  or  enhance  prices,  the  purchase  of 
large  quantities  of  agricultural  commodities  does  affect  prices  just  as  op- 
erations under  the  price-support  and  other  programs  affect  prices.  It  is 
apparent  that  both  the  price- support  program  and  the  supply  program  for  dairy 
products  have  a  direct  bearing  upon  the  income  of  producers  of  milk  or  cream 
for  manufacturing  purposes.  Moreover,  as  be fore -mentioned,  these  programs 
directly  affect  the  level  of  incomes  of  producers  of  milk  for  fluid  purposes, 
because,  in  the  first  place,  fluid  market  surpluses  (which  are  usually  man- 
ufactured into  dairy  products)  are  priced  on  the  basis  of  prices  for  spec- 
ified dairy  products,  and,  in  the  second  place  (in  all  but  a  few  fluid  milk 
markets) ,  the  Class  I  price  is  based  directly  upon  prices  of  manufacturing 
milk,  such  as  average  prices  paid  by  condense ries,  or  the  prices  of  partic- 
ular dairy  products. 


2/  Commodities  other  than  cotton,  corn,  wheat,  tobacco,  peanuts,  and 
rice.  Steagall  commodities  are:  Milk,  butterfat,  hogs,  eggs,  chickens, 
turkeys,  potatoes,  sweetpotatoes,  American  Egyptian  cotton,  certain  varieties 
of  dry  peas  and  dry  edible  beans,  soybeans,  peanuts  (for  oil) ,  and  flaxseed 
for  oil. 


952898  O—  51- 


prlcoo  for   all*  and  t*iV.«rr*-  tod  purcs**«  pr . 
■a.jufocturod  Jo  1 1-7  product*  uador  support  profrma,  1*-1-}1 


>   »**;- 

'»    :.fa"      •-:'. 

toe 

Ld 

•• 

,    BLV.nrf* 

~    ... 

:   or»    » 

:    all* 

a  ..         :.;* 

■  ■  .  .  •  r 

•  ;-*"vT 

.    wboloi*       | 

: 

:'         1/ 

i       & 

1/ 

^. 

*. 

'.-.i^i 

Q^.fj 

ia^U_ 

,*ala 

;mi 

■t^     .in 

2*^  -. 

a:   ^  l  . 

HI  - 

.i^_;i-:: 

■£& 

M±L^~ 

-. -^ 

«  / 

- 

^/ 

«/ 

V 

.   8 

tf 

V 

.  26 

36.0 

Ifcj  IB 

. 

13.5 

J    1 

2C. 

39.0 

21.00 

3.10 

11.5 

..0 

-4... 

2/ 

V 

1/  46.0 

2/  - 

4.10 

■ 

t/  46.0 

2/  a 

not 

Hi 

March  4 

Supported 

Supported 

^ 

ifl/ 

Ifl/ 

w 

W 

a'.    IOt    lMI 

•  '.    H  |    Um 

uan  X  ot*. 

than  4 

. 

P*r 

•  bo*«    r»- 

afg.    prod- 

afif.   prod- 

'  a. 

-j. 

U/  9.0 

U/io.o 

T«-  .   6 

12/ 

U/  59.0 

•P*- 

u/ 

*.     1.0 

l^fc/L 

ii/  62.0 

liA1 

11.5 

. 

Doc.   2-    . 
i 

•  - 

12/ 

i2/ 

J£/  60.0 

31.00 

3.95 

- 

ifl/ 

ii/ 

.00 

. 

13.0 

;  .r:  ..».-•   -  -  *   . 


>  r  •   PL  *- '.  •  r  1 


.lcafo. 
1    »  J  AwrloM  Cheddar  ohooto  in  oarlot*. 

1   and  lor.   2  \  ^£###    ln  au.loU| 

prloo  anoounood  IW  •-...••. 

»  »:r%d«  >t*. 

V  ioul*aloot  to   but tar  prloo. 

-.»..    a**oda«ct   Um  D^arlMQt  of  A^rloul 
-  -    •  ••odof   I  would   DO  tuppor    •'.   *  • 

- 


;  •  * 


froa  85  vo 
*V 


• 


Oot.  2,    1<*42,    rm      - 


I  prlao 


for  *  tv.  .  -  •   i  |    ...   of  5  car.to  a  pound. 

'or.',  \r..m\- 


-  13  - 

Footnotes  for  table  2  -  Continued 

2/  Support  price  included  an  allowance  for  a  subsidy  payment  of  3.75  cents 
a  pound. 

10/  Announcement  made  that  the  Jan.  26,  1944,  support  levels  would  continue 
in  effect  until  Dec.  31,  1944. 

H/  Purchases  of  nonfat  dry  milk  solids  under  this  announcement  were  discon- 
tinued in  August  1947. 

12/  In  accordance  with  the  provisions  of  The  Agricultural  Act  of  1948  (which 
extended  price  support  on  milk  and  butterfat  at  90%  of  parity  until  Jan.  1, 
1950.  the  price  support  to  be  based  on  the  parity  price  at  the  beginning  of  the 
year)  the  Department  announced  a  program  for  the  purchase  of  butter  at  a  price 
equivalent  to  the  support  level  of  90%  of  parity  for  butterfat  at  the  Jan.  15, 
1949,  level.  To  attain  this  support  level  the  Department  offered  to  buy,  in 
any  area,  U.  S.  Grade  A  or  higher  grade  butter  at  59  cents  a  pound  for  delivery 
before  Sept.  1,  1949,  and  at  62  cents  a  pound  for  delivery  during  the  remainder 
of  1949.  Respective  purchase  prices  for  Grade  B  butter  were  2  cents  less  per 
pound. 

13/  This  announcement  to  purchase  nonfat  dry  milk  solids  at  indicated  prices 
was  part  of  the  program  to  support  manufacturing  milk  at  90%  of  parity,  in 
accordance  with  the  Agricultural  Act  of  1943. 

14/  These  support  prices  were  scheduled  to  advance  1/2  cent  per  pound  on 
Sept.  1,  1949. 

15/  On  July  27,  1949,  the  Department  announced  that  the  62  cent  price  per 
pound  for  Grade  A  butter  would  become  effective  immediately  instead  of  on 
Sept.  1,  1949;  and  effective  immediately  American  Cheddar  cheese,  Grade  A,  in 
carlots,  would  be  purchased  under  the  support  program  at  31.75  cents  per  pound. 

1^/  Under  this  announcement  the  U.  S.  Dept.  Agr.,  for  the  period  from  January 
1950  through  March  1951,  offered  to  make  carlot  purchases  of  processed  dairy 
products  at  indicated  prices,  f.o.b.  at  any  location  in  the  United  States. 

12/  The  program  supported  farm  prices  of  manufacturing  milk  and  butterfat  from 
January  1950  through  March  1951  at  national  average  prices  of  approximately  $3.07 
per  hundredweight  for  manufacturing  milk  of  3.95  percent  butterfat  (yearly  aver- 
age test)  and  approximately  60  cents  per  pound  for  butterfat.  Prices  announced 
were  within  the  range  specified  by  the  Agricultural  Act  of  1949,  that  is,  between 
75  and  90  percent  of  parity.  The  support  prices  represented  about  79  percent 
of  the  parity  equivalent  price  for  manufacturing  milk,  as  parity  is  estimated 
under  the  new  parity  formula.   (The  parity  equivalent  price  for  manufacturing 
milk  was  88.5  percent  of  the  U.  S.  average  parity  price  of  all  milk  sold  by 
farmers  at  wholesale  to  plants  and  dealers.) 

12/  U.  S.  Grade  A  or  higher;  price  for  U.  S.  Grade  B  -  58  cents  per  pound. 

12/  During  the  period  Apr.  1,  1951,  through  March  31,  1952,  the  U.  S.  Dept. 
Agr.  offers  to  make  carlot  purchases  of  dairy  products  at  indicated  prices, 
f.o.b.  at  any  location  in  the  United  States. 

20/  The  program  supports  farm  prices  of  manufacturing  milk  and  butterfat 
national  average  prices  of  about  #3.60  per  hundredweight  for  manufacturing 
milk  of  3.95  percent  butterfat  (yearly  average  test)  and  67.6  cents  per  pound 
butterfat.  The  announced  support  prices  are  equal  to  87  percent  of  the  parity 
equivalent  price  for  manufacturing  milk  and  90  percent  of  parity  for  butterfat. 

21/  U.  S.  Grade  A  or  higher;  price  for  U.  S.  Grade  B  -  64  cents  per  pound. 
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Furthermore,  under  subsection  (d) ,  the  following  provision  was  made 

Nothing  contained  in  this  act  shall  be  con- 
strued to  modify,  repeal,  supercede,  or  affect  the 
provisions  of  the  Agricultural  Marketing  Agreement 
Act  of  1937,  as  amended,  or  to  invalidate  any  mar- 
keting agreement,  license,  or  order,  or  any  pro- 
vision thereof  or  amendment  thereto,  heretofore  or 
hereafter  made  or  issued  under  the  provisions  of 
such  act. 


The  General  Maximum  Price  Regulation 

Under  the  authority  of  the  Emergency  Price  Control  Act  of  1942,  the 
General  Maximum  Price  Regulation,  commonly  known  as  the  GMPR,  was  issued  by 
the  Office  of  Price  Administration  on  April  28,  1942.  This  was  about  3 
months  after  the  enabling  act  had  been  passed.  During  these  intervening 
months,  in  concurrence  with  the  act,  ceilings  had  been  instituted  at  the 
October  1-15,  1941,  level  for  some  selected  commodities.  With  the  issuance 
of  the  General  Maximum  Price  Regulation  the  period  of  selective  controls 
came  to  an  end,  and  the  period  of  " universal  price  ceilings"  began. 

The  General  Maximum  Price  Regulation  specified  that  maximum  prices 
should  be: 

(1)  The  highest  price  which  the  seller  charged  for  a  commodity  de- 
livered or  service  supplied  by  him  during  March  1942,  commonly  known  as  the 
"freeze"  period,  or 

(2)  If  the  seller  made  no  such  delivery  or  supply  during  March  1942, 
his  highest  offering  price  for  delivery  or  supply  during  that  month. 

These  provisions  of  the  GMPR,  together  with  others,  became  effective 
on  May  11,  1942,  except  that  "freeze"  prices  on  sales  at  retail  did  not  be- 
come effective  until  May  18,  1942,  nor  on  sales  of  services  at  retail  until 
July  1,  1942.  However,  effective  April  28,  1942,  every  seller  subject  to 
the  regulation  had  to  preserve  for  examination  by  the  OPA  all  his  existing 
records  relating  to  sales  of  commodities  or  services  during  March  1942. 
As  a  condition  of  selling  commodities  or  services,  every  seller  subject  to 
the  GMPR  was  automatically  granted  a  license.  As  set  forth  in  the  Emergency 
Price  Control  Act,  persons  who  violated  any  provision  of  the  GMPR  were  sub- 
ject to  criminal  penalties,  civil  enforcement  actions,  and  lawsuits  for 
treble  damages  and  to  proceedings  for  the  suspension  of  licenses. 

Ceilings  Placed  on  Retail  Prices  of  Fluid  Milk  and_Cream 
The  General  Maximum  Price  Regulation  provided  maximum  prices  for 
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and  in  compliance  with  the  Act  of  October  2,  1942  ;  and  ordered  regulation 
of  the  prices  of  certain  specific  products,  which  included  dairy  products 
previously  exempted. 

On  the  same  day  (October  3,  1942)  that  the  President  issued  Executive 
Order  9250  the  Office  of  Price  Administration  issued  Temporary  Maximum 
Price  Regulation  No,  22  (commonly  designated  as  TMPR  22);  thereby,  prices 
of  many  commodities,  among  them  manufactured  dairy  products,  were  frozen 
at  the  highest  prices  prevailing  in  the  week  of  September  28  to  October  2, 
1942.  This  temporary  order  was  reissued  as  MPR  280  on  December  3,  1942. 
As  will  be  brought  out  later  in  more  detail,  most  manufactured  dairy  products 
were  placed  under  specific  ndollars-and-centsn  ceilings  with  the  issuance 
of  MPR  289  on  December  30,  1942. 

The  "Hold-the-line"  Order 

Despite  the  stabilizing  effects  of  the  OPA  price  regulations,  which 
had  been  issued  under  the  authority  of  the  "Emergency  Act"  of  January  30, 
1942,  and  the  amendments  thereto  of  October  2,  1942,  the  cost-of-living 
index  rose  from  114.3  on  March  15,  1942,  to  122.8  on  March  15,  1943.  This 
is  shown  in  table  3,  in  which  are  summarized,  for  the  years  1939  through 
1948,  the  trend  of  consumer  costs  of  "all  items"  included  in  the  cost-of- 
living  index  together  with  the  trend  of  consumer  costs  of  dairy  products 
and  other  important  subcategories  of  living  expenses.  The  indexes  for  March, 
June,  September,  and  December  of  1942  and  1943  show  the  changes  associated 
with  early  price  control  legislation  and  regulation.  Rents  were  stabil- 
ized early  in  1942,  but  the  cost  of  clothing  and  particularly  of  food  in- 
creased sharply  during  that  year.  By  early  1943  these  higher  costs  to  con- 
sumers were  contributing  to  serious  pressure  to  permit  another  round  of 
wage  increases. 

To  stop  inflationary  forces,  the  President  issued  Executive  Order 
9328  on  April  8,  1943.   In  his  comments  to  the  press  he  described  this  order 
as  the  "hold-the-line"  order.  The  Price  Administrator  and  the  Administrator 
of  Food  Production  and  Distribution  were  directed  to  take  immediate  steps 
to  place  ceiling  prices  on  all  agricultural  and  other  commodities  affecting 
the  cost  of  living;  to  authorize  no  further  increases  in  ceiling  prices 
except  to  the  minimum  extent  required  by  law;  and  immediately  to  use  all 
discretionary  powers  vested  in  them  by  law  to  prevent  further  price  increases 
direct  or  indirect,  to  prevent  profiteering,  and  to  reduce  prices  that  were 
excessively  high,  unfair,  or  inequitable.  Nothing  in  the  order,  however, 
was  to  be  construed  to  prevent  the  Food  Administrator  and  the  Price  Admin- 
istrator, subject  to  the  general  policy  directives  of  the  Economic  Stabili- 
zation Director,  from  making  such  readjustments  in  price  relationships  ap- 
propriate for  various  commodities,  or  classes,  qualities,  or  grades  thereof, 
or  for  seasonal  variations,  or  for  various  marketing  areas,  or  from  author- 
izing such  support  prices,  subsidies,  or  other  inducements  as  might  be 
authorized  by  law  and  deemed  necessary  to  maintain  or  increase  production, 
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provided  that  such  action  did  not  increase  the  cost  of  living. 

The  hold-the-line  order  authorized  and  directed  the  Economic  Stabil- 
ization Director  to  take  such  action  and  to  issue  such  directives  under 
the  authority  of  the  Act  of  October  2,  1942,  as  he  deemed  necessary  to 
stabilize  the  national  economy,  to  maintain  and  increase  production,  and 
to  aid  in  the  effective  prosecution  of  the  war;  and  provided  that  "except 
insofar  as  they  are  inconsistent  with  this  order,  Executive  Order  9250  and 
the  regulations  issued  pursuant  thereto  shall  remain  in  full  force  and  ef- 
fect." 

Importance  of  Milk  as  a  Cost-of-living  Item 

The  rise  in  the  cost-of-living  index  was  checked  between  June  15  and 
September  15,  1943 *  The  food  index  decreased  4.5  points,  largely  reflecting 
roll-backs  of  meat  and  butter  prices  accompanied  by  offsetting  subsidies 
(table  3) .   Indexes  of  all  other  cost-of-living  categories  either  remained 
unchanged  or  continued  to  increase.  Inasmuch  as  the  food  groups  comprised 
approximately  35  percent  of  the  entire  index,  the  stabilization  of  food 
costs  was  an  important  accomplishment.  It  will  be  noted'  that  the  subindex 
of  dairy  products  decreased  from  137.0  in  March  1943  to  133.7  in  June  1943 
and  that  it  was  approximately  stable  for  the  remainder  of  the  war  years.  A 
roll-back  of  5  cents  a  pound  in  the  price  of  butter  (offset  by  subsidy  pay- 
ments to  butter  manufacturers)  contributed  significantly  to  the  decrease  in 
the  dairy  index. 

Data  shown  in  table  4  indicate  the  average  importance  of  fluid  milk 
and  of  dairy  products  as  cost-of-living  items  in  the  years  1935  to  1939  in- 
clusive. Dairy  products  in  total  had  approximately  the  same  weights  in  the 
war  years  as  in  the  1935  to  1939  period,  but  by  November  1945,  the  weight 
of  retail  milk  in  the  food  index  had  increased  to  11.8  while  butter  had  de- 
creased to  4-5$  these  changes  were  due  largely  to  changes  in  per  capita  con- 
sumption of  the  two  commodities.  It  is  evident  that  the  control  of  prices 
of  milk  and  dairy  products  was  an  important  consideration  in  carrying  out 
the  President's  hold-the-line  policy.  There  follows  some  detail  with  respect 
to  measures  taken  to  control  these  prices  and  at  the  same  time  meet  the  war- 
time production  goals. 
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United  States  Department  of  Agriculture 
Production  and  Marketing  Administration 


October  1951 


Supplement  to  "Federal  Milk  Marketing  Orders  and  Dairy  Programs  In 
World  War  II,"  Agriculture  Monograph  No,  12 


Page  21  ■-  Insert  the  following  statement  in  the  place  of  the  last 
sentence : 

Most  interhandler  sales  of  bulk  milk  remained  free  from  price 
control  but  some  localised  problems  developed  in  shortage  areas.   In 
consequence,  by  Amendment  33  to  MPR  280  of  August  19,  1943?  authority 
was  delegated  to  the  Administrator  of  each  Regional  Office  of  OPA, 
within  whose  region  the  milk  was  resold  for  consumption  as  fluid. milk, 
to  establish  maximum  prices  on  their  own  initiative,  or  at  the  request 
of  the  purchasing  handler.   These  transactions  usually  were  interre- 
gional.  To  facilitate  regulation,  Amendment  41  to  MPR  280  of  February  9, 
.1944,  was  issued  whereby  authority  for  establishing  maximum  prices  in 
interhandler  transactions  was  transferred  from  the  Administrator  in 
Whose  region  the  milk  was  sold  to  the  Administrator  in  whose  region  the 
milk  was  first  physically  received  from  producers.   Under  these  amend- 
ments, Regional  Administrators  were  directed  to  refrain  from  establish- 
ing or  adjusting  maximum  prices  which  would  conflict  with  the  terms  or 
provisions  of  any  Federal  milk  marketing  agreement  or  order,. 


Page  56,  line  1,  add  the  following  statement  after  the  reference  to  foot- 
note 7  s 

On  February  8,  1945,  however,  the  Circuit  Court  of  Appeals,  Sixth 
Circuit,  reversed  the  decision, 
Change  1943  to  1944. 


Page  56,  line  4?  insert  "fluid  milk  and"  after  the  word  "on." 
Agriculture  -  Washington 
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VI  -  PRICE  REGULATION  -  MILK  AND  CREAM 

Packaged  and  Bulk  Sales 

It  is  apparent  from  the  chronological  summary  given  in  table  5,  that 
the  imposition  of  price  controls  to  sales  of  fluid  milk  and  cream,  at  various 
points  in  the  marketing  channel,  was  gradual.  It  began  at  the  consumer 
level  and  proceeded  backward  until  producer  prices  were  directly  controlled. 

As  of  May  18,  1942,  retail  prices  of  fluid  milk  and  cream  in  glass  or 
paper  containers  were  frozen  under  the  GMPR  at  the  highest  prices  prevailing 
in  March  1942.  In  view  of  the  importance  of  fluid  milk  as  a  cost-of-living 
commodity  it  is  not  surprising  that  this  product  was  first  to  come  under 
control.  Furthermore,  the  110  percent  of  parity  and  other  minima  specified 
in  the  Price  Control  Act  precluded  the  imposition  of  price  controls  on  pro- 
ducer sales  of  milk  and  cream  at  that  time.  In  August  1942,  price  control 
was  applied  to  packaged  milk  and  cream  at  the  wholesale  level.  Maladjust- 
ments under  the  March  freeze  were  corrected  and  specific  retail  and  whole- 
sale prices  were  established  for  fluid  milk  and  cream  in  a  number  of  cities 
and  regions  on  a  marketwide  basis  by  Supplemental  Regulations  14-  and  14  A 
to  the  GMPR. 

Ceiling  prices,  at  the  retail  and  wholesale  levels,  applied  in  all 
fluid  milk  markets,  including  those  under  Federal  regulation.  Actions  with 
respect  to  minimum  producer  prices  in  the  Federal  order  markets,  although 
exempt  from  the  provisions  of  the  General  Maximum  Price  Regulation,  neverthe- 
less were  circumscribed  by  the  existence  of  wholesale  and  retail  price  ceil- 
ings. Problems  peculiar  to  Federal  order  markets  therefore  required  espec- 
ially close  liaison  between  the  War  Food  Administration  and  the  Office  of 
Price  Administration, 

Bulk  sales  of  fluid  milk  and  cream  (that  is,  milk  or  cream  which  was 
not  sold  in  glass  or  paper  containers)  were  brought  under  control  by  Tempo- 
rary Maximum  Price  Regulation  No.  22  as  of  October  5,  1942,  and  later  by 
the  permanent  order,  Maximum  Price  Regulation  No.  280.  The  "freeze"  period 
for  these  orders  was  the  week  of  September  28  to  October  2,  1942. 

There  was  some  question  in  dairy  trade  circles  whether  or  not  sales 
of  bulk  milk  made  by  bargaining  and  handling  cooperatives,  country  receiving 
stations,  and  other  handlers  were  frozen  by  TMPR  22.  By  omitting  this  type 
of  transaction  from  the  exempt  types  defined  in  Amendment  6  to  TMPR  22,  ef- 
fective November  30,  1942,  OPA  settled  the  question  for  a  time  —  they  were 
frozen.  Very  quickly  it  was  evident,  however,  that  the  freezing  of  the  del- 
icately balanced  prices  of  interhandler  sales  of  bulk  milk  hampered  the 
normal  flow  of  milk  between  markets  and  impeded  the  movement  of  milk  to  short- 
age areas.  Thereupon,  by  Amendment  3  to  MPR  280,  which  became  effective  on 
December  21,  1942,  price  regulation  of  bulk  sales  was  limited  to  sales  to 
stores,  hotels,  restaurants,  and  institutions.  Excepting  for  a  very  brief 
period,  therefore,  interhandler  sales  of  bulk  milk  were  free  from  price 
control. 
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Table  5. — Summary  of  OPA  price  regulations  on  sales  of  milk  and  cream 

for  fluid  use  and  on  sales  of  milk  and  cream  for  manufacturing 

purposes 


Regulation  :  Date 


Base  or 
"freeze* 


effective;  period  2/i 


Description 


GMPR 


5-18-42   March  1942 


SR  14-GMPR   7-16-42   March  1942 


Amend,  21 
(to  GMPR) 

TMPR  22 


8-7-42    March  1942 


10-5-42   Sept.  28- 
Oct.  2-42 


MPR  280  Jj      12-3-42   Sept.  28- 

Oct.  2-42 


Amend.  77    12-12-42  March  1942 
(to  SR  14) 


Applied  to  retail  sales  of  fluid  milk  and 
cream  in  glass  or  paper  containers* 

Applied  to  retail  (and  later  wholesale) 
sales  of  fluid  milk  in  glass  or  paper 
containers.  This  order  at  first  modified 
some  of  the  maximum  ¥reeze"prices  which 
had  been  established  for  the  New  York 
Metropolitan  Area.  Later  amendments 
modified  prices  of  fluid  milk  and  cream 
as  well  as  prices  of  other  dairy  com- 
modities in  additional  cities  and  regions. 
Wherever  practicable  the  "freeze*  maximum 
prices  were  superseded  by  dollars-and- 
cents  maximum  prices.  Amend.  195  to  SR  14, 
effective  7-15-43,  removed  from  SR  14  all 
provisions  except  those  relating  to  milk 
and  milk  products  and  redesignated  the 
latter  as  constituting  SR  14A. 

Applied  to  wholesale  sales  of  fluid  milk 
and  cream  in  glass  or  paper  containers. 

Applied  to  wholesale  "bulk"  2/  sales  of 
fluid  milk  and  cream.  (Question  as  to 
whether  bulk  sales  were  covered  was  clar- 
ified by  Amend.  6,  effective  11-30-42 , 
They  were  covered.)  TMPR  22  was  reissued 
as  MPR  280,  12-3-42. 

Applied  to  wholesale  "bulk"  sales  of  fluid 
milk  and  cream  (limited  to  sales  to  stores, 
hotels,  restaurants,  and  institutions  by 
Amend.  3,  effective  12-21-42). 

Applied  to  retail  and  wholesale  sales  of 
fluid  cream  sold  at  wholesale  in  glass  and 
paper  containers  and  sold  at  retail  after 
the  butterfat  content  was  reduced  to  19$ 
or  less  to  comply  with  Conservation  Order 
M-259  (later  WFO  13)  issued  by  WPB  on 
11-25-42.  Also  granted  an  increase  of  20 
cents  a  gallon  for  light  cream  to  cover 
additional  costs  ^/. 


See  footnotes  p.  24, 
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See  footnotee   p. 
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Footnotes  for  table  5. 

1/  Explanation  of  abbreviations: 

GMPR   -  General  Maximum  Price  Regulation. 
SR    -  Supplementary  Regulation  (to  GMPR). 
Amend.  -  Amendment 

TMPR   -  Temporary  Maximum  Price  Regulation 
MPR    -  Maximum  Price  Regulation. 

Initial  regulations  governing  prices  of  sales  of  fluid  milk  and 
cream  are  here  tabulated  -  the  numerous  amendments,  for  the  most  part,  are 
omitted.  Attention  is  called  to  the  fact  that  GMPR  also  regulated  the  price 
of  ice  cream  as  well  as  a  host  of  foods,  other  commodities,  and  services; 
and  that  TMPR  22,  which  was  reissued  as  MPR  280,  not  only  froze  the  price 
of  "bulk"  sales  of  fluid  milk  and  cream  at  wholesale,  but  also  the  prices 
of  manufactured  dairy  products  and  of  a  number  of  other  food  products. 

2/  The  maximum  price  was  the  highest  price  charged  by  each  seller  during 
the  "freeze"  period  for  milk  or  cream  of  the  same  grade,  in  the  same  type 
of  container,  delivered  in  the  same  way. 

}/   Sales  other  than  in  glass  or  paper  containers. 

ij  TMPR  22  was  revoked  and  reissued  in  permanent  form  as  MPR  280. 

5/  This  increase  was  authorized  to  halt  any  abnormal  diversion  of  butter- 
fat  from  cream  to  butter  that  might  have  arisen  because  between  March  1942, 
the  base  period  for  packaged  cream,  and  Sept.  28  to  Oct.  2,  1942,  the  base 
period  for  butter,  the  price  of  cream  going  into  butter  production  had  in- 
creased approximately  25  cents  per  gallon  of  23#  cream. 

6/  It  was  decided  that  relief  was  not  needed  by  sellers  of  bulk  cream  be- 
cause they  were  free  from  price  control  until  October  1942,  and  therefore 
had  the  opportunity  to  increase  their  prices  in  line  with  the  price  of  cream 
used  in  the  production  of  butter.  However,  the  sellers  contended  that  they 
had  not  raised  the  price  of  "bulk"  cream  because,  had  they  done  so,  buyers 
would  have  switched  from  bulk  to  packaged  cream.  Whereupon,  by  Amend.  20 
to  MPR  280,  effective  May  19,  1943,  a  seller  of  "bulk11  cream  was  permitted 
either  to  retain  his  established  maximum  price  or  to  add  20  cents  a  gallon 
to  the  highest  price  charged  in  March  1942. 

2/  In  addition,  the  purchaser  could  add  1  cent  per  point  for  butterfat 
to  his  existing  butterfat  differential  over  or  under  the  butterfat  base 
upon  which  he  purchased  milk,  gallonage  basis  -  4  cents  per  gallon)  butter- 
fat basis  -  11.5  cents  per  pound  butterfat. 

2/  "A  seller"  included  any  person  (other  than  a  farmer)  or  processing 
plant  that  separated  butterfat  and  skim  milk  from  whole  milk  and  sold  the 
cream  thus  separated  for  commercial  or  fluid  purposes.  It  included  also 
any  person  or  processing  plant  that  resold  commercially  separated  cream, 
whether  or  not  the  cream  was  separated  by  such  person  or  processing  plant. 
"A  seller"  also  included  any  person  who  resold  farm-separated  cream,  other 
than  a  butter  manufacturer. 

Compiled  from  0PA  regulations. 
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Price  increases  to  alleviate  local  shortages  could  be  granted  only 
under  these  conditions: 

A.  The  commodity  involved  must  aid  directly  in  the  war  program  or 
be  essential  to  a  standard  of  living  consistent  with  the  prose- 
cution of  the  war 5 

B.  A  shortage  in  the  supply  of  such  commodity  in  a  particular  local- 
ity must  exist  or  threaten  to  exist; 

C.  Price  adjustments  must  be  capable  of  substantially  reducing  or 
eliminating  the  local  shortage; 

D.  The  adjustment  must  not  create  or  tend  to  create  a  shortage  or 
a  need  for  increase  in  prices  in  another  locality; 

E.  The  shortage  must  be  of  a  type  that  cannot  be  met  by  an  amend- 
ment of  general  application;  and 

F.  Adequate  alternatives  to  price  adjustments  cannot  be  made  avail- 
able in  sufficient  time.  lj 

Local  shortage  adjustment  provisions  applied  to  fluid  milk  but  not  to 
fluid  cream  because  it  was  held  that  fluid  cream  did  not  meet  the  require- 
ments of  criterion  A.   In  an  unpublished  report  the  Chief  Counsel  of  the  Milk, 
Cream,  and  Ice  Cream  Section  of  OPA  stated:  "The  only  marketwide  adjustments 
which  were  made  in  fluid  cream  were  made  in  SR  14-  for  Minneapolis -St.  Paul 
area  and  the  Washington,  D.  C.  -  Alexandria,  Virginia  area.  These  were  the 
only  marketwide  adjustments  made  in  fluid  cream  prices  and  the  office  then 
stopped  making  such  adjustments.11  %/    After  the  termination  on  September  1, 
194-5,  of  War  Food  Order  No.  13  (tables  5  and  13),  however,  numerous  requests 
were  received  by  OPA  for  adjustments  of  maximum  prices  of  fluid  cream,  both 
light  and  heavy.  Provisions  for  such  adjustments  were  made  under  Amendment 
46  to  SR  15,  effective  on  Feb.  12,  1946. 

OPA  and  WFA 

OPA  and  Wk   necessarily  had  to  work  closely  together  with  respect  to 
price  control  and  rationing  of  agricultural  products.  The  chief  responsi- 
bility of  the  OPA  was,  through  price  control,  to  stabilise  the  domestic  war- 
time economy;  the  chief  responsibility  of  YJFA  was  to  bring  about  adequate 
production  of  essential  foods  and  fibers  and  to  channel  the  manufacture  of 
a  raw  product,  such  as  milk,  into  those  manufactured  products  which  were  most 

4/  Field  Price  Instruction  No.  30,  Office  of  Price  Administration, 
April  1,  1943. 

J/  Sheiner,  Leo.  History  of  Milk  and  Cream  Price  Control,  p.  8 
December  1945.   (Unpublished  memorandum.) 
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for  relief 5  that  quantitative  evidence  of  serious  shortages  in  these  com- 
munities was  not  at  hand;  and  that  such  a  far-flung  program  of  specific 
prices  would  be  very  difficult  to  administer  and  enforce. 

OPA,  however,  recognized  that  special  price  adjustments  in  small 
cities  and  villages  were  necessary  and  petitioned  the  Office  of  Economic 
Stabilization  for  increased  authority.   It  was  not  until  November  28,  194-5, 
that  additional  authority  was  granted  under  Directive  89.  This  directive 
authorized  the  National  Administrator  of  OPA  to  adjust  milk  prices  in  com- 
munities of  2,500  or  less  to  correct  a  shortage  in  essential  milk  supplies 
regardless  of  the  cause  for  such  a  shortage.  Increases  up  to  3  cents  a 
quart  over  the  October  4,  1943,  price  were  permitted.  Authority  granted 
under  Directive  89  could  be  delegated  to  regional  offices  in  writing. 

No  Upward  Adjustments  in  General  Producer  Price  Level 

It  became  very  evident  in  the  fall  of  1943  that,  because  of  increasing 
costs  of  production,  prices  of  milk  at  the  producer  level  were  not  high  e- 
nough  to  bring  out  the  large  volume  of  milk  production  that  was  needed  to 
meet  civilian  and  war  requirements.  After  several  conferences  between  OPA, 
UFA,  and  OES,  the  latter  agency  came  to  the  decision  that  subsidy  payments 
were  to  be  used  in  lieu  of  increases  in  producer  prices  (see  footnote  6). 
The  subsidy  programs  are  discussed  in  a  later  section. 


Producer  Sales  to  Manufacturers 

Turning  again  to  table  5  we  may  note  that  purchases  of  manufacturing 
milk  from  producers,  like  bulk  sales  of  commercially  separated  cream,  did 
not  come  under  price  control  until  MPR  612  was  issued  on  June  17,  1946. 
The  base  period  specified  in  this  regulation  was  November  1945.  The  control 
of  prices  of  manufactured  dairy  products  had  kept  the  prices  of  manufac- 
turing milk  relatively  stable  during  the  war  years,  but  in  the  spring  of 
1946  prices  of  milk  delivered  to  condenseries  rose  rather  sharply,  thereby 
narrowing  the  margin  between  prices  of  milk  for  manufacturing  purposes  and 
for  fluid  use.  This  development  and  other  price  maladjustments  accounted 
for  the  issuance  of  MPR  612.  It  was  in  effect  for  only  2  weeks  when  all 
price  controls  were  suspended. 


Fluid  Milk  Prices  Under  OPA  Regulation 

The  data  which  are  shown  in  table  6  were  prepared  to  indicate,  for 
certain  widely  separated  cities,  the  stabilizing  effects  (from  1943-45)  of 
OPA  regulations  on  prices  of  fluid  milk  both  at  the  producer  and  consumer 
level.  These  prices,  however,  do  not  include  subsidy  payments.  In  1945, 
for  example,  the  average  subsidy  paid  to  producers  was  about  60  cents  per 
hundredweight.  Had  this  addition  to  the  producer  price  been  passed  on  to 
consumers,  as  in  normal  times,  the  retail  prices  per  quart,  in  1945,  would 
have  averaged  about  1  l/2  cents  higher  than  those  shown  in- table  6;  and  the 
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transition  to  higher  postwar  unregulated  prices  would  have  been  less  drastic, 
The  price  increases  in  194-6  reflect  the  fact  that  price  controls  and  sub- 
sidies for  milk  and  dairy  products  were  discontinued  on  June  30,  1946. 
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Table  7,— Creamery  butter:  OPA  maximum  prices  for  sales  by  a  creamery  of 
bulk  butter  of  indicated  grade  delivered  in  Chicago,  New  York, 
or  San  Francisco  i/ 


Grade 

:  MPR  289 

;  MPR  289  : 

MPR  289  : 

RMPR  289 

;  RMPR  289 

and 

:  12/30/42 

:  Amend.  4  : 

Amend.  15  i 

Amend.  39 

:  Amend.  55 

market 

:  2/16/43  _/: 

6/4/43  4/: 

11/1/45 

:  6/17/46  5/ 

Cents 

Qents 

Cents 

Cents 

Cents 

per  lb. 

per  lb. 

per  lb. 

per  lb. 

per  lb. 

AA  (93  score) 

Chicago 

46.50 

41.50 

46.50 

56.50 

New  York 

47.25 

42.25 

47.25 

57.25 

San  Francisco 

48.00 

43.00 

48.00 

58.00 

A  (92  score) 

Chicago 

(46.00) 

46.00 

41.00 

46.00 

56.00 

New  York 

(46.75) 

46.75 

41.75 

46.75 

56.75 

San  Francisco 

(48.00) 

47.50 

42.50 

47.50 

57.50 

B  (90  score) 

Chicago 

(45.50) 

45.75 

40.75 

45.75 

55.75 

New  York 

(46.25) 

46.50 

a.  50 

46.50 

56.50 

San  Francisco 

(47.50) 

47.25 

42.25 

47.25 

57.25 

C  (89  score) 

Chicago 

(44.50) 

45.25 

40.25 

45.25 

55.25 

New  York 

(45.25) 

46.00 

41.00 

46.00  . 

56.00 

San  Francisco 

(46.50) 

46.75 

41.75 

46.75 

56.75 

1/  Sales  by  a  creamery  included:  A  sale  to  any  purchaser  on  the  basis  of  f.o.b. 
the  creamery  or  place  of  manufacture;  a  sale  for  delivery  to  a  primary  distributor, 
jobber,  or  retailer  distributing  warehouse;  a  sale  in  carload  lots  to  any  pur- 
chaser or  combination  of  purchasers.  Markups  (which  applied  to  any  grade)  over 
prices  for  bulk  butter  also  were  provided  under  MPR  289.  The  size  of  the  markup 
depended  on  the  type  and  size  of  package.  For  instance,  under  Amend.  4>  effective 
Feb.  16,  1943,  the  markup  for  1/2  lb.  and  1  lb.  parchment-wrapped  butter,  in 
cartons,  was  1  3/4  cents  a  pound;  but  for  chiplets,  butterettes,  etc.,  it  was 
3  1/2  cents  a  pound.  Under  Amend.  11,  effective  April  2,  1943,  each  of  these 
markups  (as  well  as  others  not  mentioned  here)  was  reduced  l/2  cent  a  pound. 
This  same  amendment  established: 

a.  Selling  prices  by  a  primary  distributor  as  prices  for  sales  by  a 
creamery  plus  1/40  per  lb.  for  sales  of  20,000  lbs.  or  more 

1/20  per  lb.  for  sales  of  less  than  20,000  lbs. 
3/40  per  lb.  for  sales  of  less  than  20,000  lbs.  where  before 
such  sale  the  primary  distributor  received  physical  posses- 
sion of  the  butter  and  stored  it  in  a  warehouse  or  in  his 
place  of  business. 

b.  Selling  prices  by  a  jobber  as  prices  for  sales  by  a  creamery  plus 

2  3/4^  per  lb.  for  deliveries  of  1-200  lbs.  inclusive 
2  1/20  per  lb.  for  deliveries  of  201-500  lbs.  inclusive 
2  1/40  per  lb.  for  deliveries  of  501-1500  lbs.  inclusive 
3/40  per  lb.  for  deliveries  of  1501-5000  lbs.  inclusive 
22,  effective  November  4,  1943,  the  jobber  markups  were  reduced  to 
1/2,  and  3/4  cents.  Jobber  markups  were  permissible  only  if  delivery 
the  physical  location  of  the  purchaser  and  if  the  quantity  sold  did 
not  exceed  5,000  pounds.  Special  provisions  also  were  made  for  sales  of  butter 
to  the  United  States  Government. Continued 


Under  Amend 
2,  1  3/4,  1 
was  made  to 
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Footnote*   for  tails  7  -  Continued. 

1/  Pravlou*   to  Dm,   30,   1942,   7>fR  22,    *  .     lid   reiesued 

a*  K:  .    3,    1942,    had   froten   the   price  of    I         W  for  *M  •    fcnl 

-«...  -gheat   prloa*   wnicn  preYailad  during   tbf  baae   peri  I :  '. .    28, 

,2,    1942.      KPR  289,    effective    V    .  ^2,    rtpkcod    the*  a   price* 

At  prooaaaor  a..:   whoieeale   level*    .  |   formula   pr  .  -axel*    "lane   price   plus 

or  alnu*   the    iifferentiel   wtilon   Um    tstde*    ^o»i       flrlAf  SapteMt-er  and  October 
1942."      Prl  cn»    in   par en t:.eae  a    !r.    Uils    colu»   NN    ,,»o«'   quotation*;    the   prioe 

•  ed   individual    *redere   war    UM   difference,    plu*   or  aln~«, 
oaota  or   ffemotlOM    thereof   belween  the   price  of  an  actual  eale  of  but  tar  on 
anjr  da:-  .  'ember  and  Octobar  ind   the  •laae*   aarke*.    ~:o  Nation   for 

aaae  dajr. 
2/  HaxlflUB  pricaa  vara  also  aatabllahad   for  certain  other  citie*  and  for 
•J  I     or  portion*   thereof.      In  ecaae  Statae   »iiw  pricaa  ware  baaed 

*vj:aum  pricaa  at  Chicago,    Hew    :ork,    fort  Worth,    etc.,    plua   or  alnua  adjuet- 
aente   for   trana porta t ion.      Trana porta t Ion  charge*   were   the  love*'.    ^ 

:"rei  *•.-.•.   rataa   par  pound  groaa  weight  f n ■  Li  m  \  ^t&t   Kav  Tork, 

.  ,    Multiplied    : 
4/  The  I    taendae  iet   the  roll-baa*,   a   aubaid/   pa/ment  of 

«nta  a   pound  waa   paid   1/   *•     ■•"anae  Suppliaa  Corporation   to  aanufacturere 
lit**   aa:.  -  ..-.«■  -eaaed    the 

a    to   oonauaars   but  aai  •  ne   return    to   cr«wuearie*   a*    Um    aaaa   lava! 

*d    prev  |  -.jy   waa    tarair^'ed   Cctolar  31,    1945,   and 

ng   pricaa    ymrm   raiaed    5   centa  a   pound  on   Kovec   «r  ,    under   tatnl 

JLaendaant   55   lncreaaed   tutter  prlcea   10  oaota  a   pound  and    (to  allow 
etorege   coete,    alao   tfttofellthtd  aonti.  **•*«    Cor  deliveries   of  butter   a* 

wsi 

lB|  -   3/8*    per   pound 

«;ta»b*r  -        ...•     ■ 

•     :  nr         -     |    l/g*« 
Rovemler  .(' 

:amlar     -   1   3/8#" 
Ja:.  .err        -    .     .    -  *■ 

Coepiled   froa     t  k   rtfa**'  :  "*xiaua  prioaa   for  "cooking  grade*  and 

•no   grade"    not   ahovn. 
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ulated tr«ai  would  hare   peer  ■  Tparieon  with 
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•••  *    •      aanufacturin<r  outlet*.      Thar*  eas  a    niailar  pro!  >a  *•• 
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VIII  -  DAIRY  SUBSIDY  PROGRAMS 


The  Several  Subsidies 

Some  reference  to  subsidy  payments  already  has  been  made.  An  un- 
precedented volume  of  milk  was  needed  to  fulfill  the  greatly  expanded  war- 
time requirements  for  dairy  products.  Costs  of  producing  milk  were  rising 
sharply,  yet  ceiling  prices  for  milk  and  dairy  products  had  to  be  main- 
tained. To  stimulate  production  of  milk  or  of  essential  dairy  products 
and  at  the  same  time  "hold  the  line"  on  retail  prices  of  fluid  milk  and  of 
butter,  cheese,  etc.,  certain  consumer  subsidy  programs  (which  required 
the  approval  not  only  of  the  Secretary  of  Agriculture  but  also  of  the  Di- 
rector of  Economic  Stabilization)  were  put  into  effect.  The  nature  and 
cost  of  the  respective  subsidies  are  summarized  in  table  12.  With  the  ex- 
ception of  the  butter  subsidy,  the  programs  were  financed  through  funds  of 
the  Commodity  Credit  Corporation,  but  disbursements  were  made  through  sev- 
eral agencies  authorized  by  this  Corporation. 


Special  Subsidies  in  Some  Federal  Order  Markets 

The  fluid  milk  marketing  subsidy  program  was  the  only  one  which  was 
not  national  in  scope.   It  applied  in  several  Federal  order  markets  and 
some  secondary  markets  where  higher  Class  I  prices  became  effective  fol- 
lowing the  freeze  on  prices  of  retail  and  wholesale  bottled  milk.  Handlers 
were  offered  (under  paper  transactions  of  purchase  and  resale  by  the  CCC) 
the  adjusted  producer  ceiling  prices  for  their  milk  and  an  opportunity  to 
buy  it  back  at  a  lower  price,  that  is,  at  the  maximum  which  the  handlers 
could  pay  under  existing  retail  ceilings.  Rates  of  payment  varied  by  mar- 
kets, having  an  average  range  of  20  to  £0   cents  per  hundredweight.  De- 
creases in  costs  of  distribution  incident  to  the  milk  economies  order,  WF0- 
11  (see  table  13)  were  considered  in  establishing  the  spread  between  pur- 
chase and  resale  prices.  The  reader  may  note  that  each  subsidy  was  insti- 
tuted for  a  different  immediate  reason  but  that  they  all  had  the  same  ul- 
timate objective,  namely,  to  maintain  or  increase  production  under  estab- 
lished QPA  maximum  prices  to  consumers. 


Cost  of  Programs 

The  programs  differed  widely  in  annual  and  total  cost  but  the  dairy 
production  payments  in  particular  added  substantial  sums  to  the  cash  in- 
come of  producers  who  were  supplying  urban  markets  with  fluid  milk  and  to 
those  producers  who  were  delivering  milk  or  butterfat  to  the  manufacturing 
plants  in  various  areas  of  the  country.  The  last  column  of  table  12,  shows 
that  the  total  cost  of  this  subsidy  was  more  than  1.2  billion  dollars. 
This  amount  was  exceeded  only  by  the  Reconstruction  Finance  Corporation^ 
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)ayment  of  more  than  1.5  billion  dollars  to  slaughterers  to  enable  them  to 
ibsorb  a  roll- back  of  10  percent  in  meat  prices  ordered  by  OPA. 

Through  June  30,  1949,  adjusted  total  payments  for  wartime  food  sub- 
sidies were: 

By  C.C.C.  $2,101,957,000 

By  R.F.C.  2.143.281.000 

Total    $4,2^5,238,000 

Of  this  amount,  about  1.5  billion  dollars,  or  more  than  one -third,  was  paid 
to  the  dairy  industry. 

Many  dairy  leaders  and  organizations  were  strongly  opposed  to  sub- 
sidies. For  instance,  one  of  the  resolutions  adopted  at  the  December  1944 
annual  convention  of  the  National  Cooperative  Milk  Producers1  Federation 
reads  as  follows: 

Subsidies  vs.  Direct  Price  Returns.  Between  10  and  30 
percent  of  dairy  farmers1  income  now  comes  in  the  form 
of  subsidies.  The  War  Food  Administration  food  sub- 
sidy extends  to  March  31.  On  June  30,  Congress  has 
decreed  an  end  of  all  subsidies  unless  specifically 
enacted  thereafter.  The  ceiling  prices  on  dairy  pro- 
ducts set  by  0PA  under  powers  granted  by  Congress 
have  not  been  high  enough  to  provide  in  themselves 
adequate  prices  to  dairy  farmers.  The  Federation  con- 
tinues its  opposition  to  subsidies,  but  Federation 
consideration  must  be  given  to  securing  a  continued 
adequate  price  for  producers.  This  should  be  pressed 
for  on  a  direct  price  basis  unless  Congress  continues 
subsidies  as  a  national  policy,  instead  of  a  direct 
fair  price  program  which  is  much  to  be  preferred. 

There  is  not  much  question  that  consumer  ill  will  was  engendered  when, 
with  the  discontinuance  of  subsidies  in  June  1946,  prices  of  milk  and  of 
dairy  products  rose  quickly  and  sharply  to  higher  levels. 
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ind  to  achieve  effective  utilization  of  the  available  supply  of  milk  and 
.ts  products  (table  13) .  The  set-aside  orders  were  issued  so  that  the  Gov- 
>rnraent  would  be  able  to  purchase  nonfat  dry  milk  solids,  butter,  cheese, 
.nd  evaporated  milk  to  meet  requirements  for  the  armed  services,  lend- 
.ease,  and  other  claimants 5  otherwise  these  foods  would  have  disappeared 
.n  domestic  channels.  The  limitation  orders  either  directly  restricted 
;he  consumption  of  milk  (WFO  79)  or  they  restricted  the  use  of  milk  or 
mtterfat  in  products  such  as  ice  cream,  fluid  cream,  and  cheese  foods, 
;hus  making  more  milk  and  butterfat  available  for  more  essential  dairy 
>roducts.  For  a  time  domestic  supplies  of  casein  and  milk  sugar  were  so 
.imited  that  these  products  were  allocated  directly  to  the  most  essential 
ises. 

To  adjust  the  specific  provisions  of  these  orders  (particularly  the 
set-aside  orders)  to  changing  supply  and  requirement  conditions,  the  War 
'ood  Administrator,  with  the  assistance  of  an  advisory  Food  Requirements 
ind  Allocations  Committee  composed  of  representatives  of  United  States  govern- 
lental  agencies  concerned  with  food  programs,  made  quarterly  and  annual 
illocations,  taking  into  consideration  the  recommended  allocations  of  the 
Jombined  Food  Board  composed  of  representatives  of  the  Governments  of  the 
Jnited  States,  the  United  Kingdom,  and  Canada.  The  Combined  Food  Board 
recommended  allocations  on  the  basis  of  its  knowledge  of  allied  food  re- 
sources and  requirements. 

Despite,  and  probably  in  part  because  of,  the  ramifications  of  this 
aecessarily  complex  mechanism  for  allocation  and  procurement  and  because  of 
Dther  exigencies,  such  as  unexpected  changes  in  shipping  conditions,  malad- 
justments at  times  developed  that  created  temporary  as  well  as  longer  time 
problems  for  the  dairy  industry  and  those  administratively  responsible. 
Dn  the  whole,  however,  these  national  and  international  allocations  and  the 
various  orders  which  were  employed  to  effectuate  them  seemed  the  most  desir- 
ible  means  of  meeting  the  most  essential  civilian,  military,  lend-lease,  and 
yther  wartime  requirements  for  milk  and  dairy  products. 
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The  Special  Case  of  Fluid  Milk 

Not  all  foods  were  well  adapted  to  the  rationing  device.  When  ex- 
panded purchasing  power  was  reflected  in  steadily  rising  consumption  of 

luid  milk  (at  the  expense  of  urgently  needed  manufacturing  milk  and  accom- 
panied by  a  scramble  among  handlers  and  among  areas  for  fluid  supplies  at 
>rices  which  threatened  ceiling  prices)  rationing  of  this  food  product  was 

eriously  considered.  However,  the  perishability  of  fluid  milk  and  the 
jreat  differences  which  prevailed  between  localities  in  its  production  and 
30ns umpt ion  would  have  made  a  rationing  program  very  complex,  and  diffi- 
cult and  expensive  to  administer.  In  lieu  of  rationing,  therefore,  a  lim- 
itation order  WFO  79  was  issued  in  September  1943  (table  13) .  It  gave  each 
nilk  distributor  or  handler  a  quota  limiting  his  sales  of  fluid  milk,  cream, 
md  milk  byproducts  to  100  percent,  75  percent,  and  7$  percent,  respectively, 
Df  his  sales  of  each  of  these  products  in  June  1943.  Handlers  made  their 
own  allotments  under  this  plan  to  individuals  and  to  retail  outlets  but 
they  were  required  to  adhere  to  the  equitable -distribution  provisions  of 
the  order.  The  Director  of  Food  Distribution  had  authority  to  alter  the 
percentages  at  any  time  to  meet  the  demands  of  the  war  food  program. 

June  1943  was  chosen  as  the  quota  period  for  the  following  reasons: 
"Records  for  such  a  recent  month  were  readily  available;  the  use  of  this 
period  eliminated  the  need  for  adjustments  which  inevitably  arose  in  a  quota 
arrangement  when  a  more  distant  base  was  chosen;  June  is  generally  a  month 
of  peak  production,  therefore  supplies  in  June  1943  would  have  been  ade- 
quate to  meet  without  inhibition  all  demands  handlers  had  for  milk  and  cream; 
and,  considering  the  country  as  a  whole,  June  sales  are  probably  as  repre- 
sentative of  average  yearly  sales  as  sales  in  any  other  month. w (12) 

Because  of  the  perishability  of  milk  and  the  local  character  of  fluid 
milk  marketing,  provisions  were  made  for  the  local  administration  of  WFO 
79;  the  basic  order  later  was  amplified  and  given  specific  content  —  and 
considerable  regional  and  local  applicability  —  through  supplementary 
orders;  all  of  which  were  administered  by  authorized  local  market  agents. 
In  Federal  milk  order  markets  the  market  administrator  was  given  the  added 
responsibility  of  acting  as  market  agent  under  WFO  79. 

The  first  supplementary  order  (WFO  79-1)  became  effective  October  4, 

1943,  for  the  Baltimore  sales  area.  On  the  same  day  similar  orders  became 
effective  in  13  other  urban  areas.  The  program  expanded  through  1943  and 

1944.  On  March  1,  1944,  it  applied  in  more  than  150  cities  with  an  esti- 
mated total  population  of  about  68  million.  In  the  beginning  the  costs  of 
administration  were  met  by  an  assessment  on  handlers;  such  assessment  was 
not  to  exceed  3  cents  per  100  pounds  of  milk,  milk  equivalent  of  cream,  and 
skim  milk  equivalent  of  milk  byproducts.  In  some  markets  the  assessment 
was  as  low  as  1  cent  per  100  pounds.  This  provision,  however,  was  strongly 
opposed  by  some  dairy  organizations  and  it  was  found  to  be  beyond  the  scope 
of  the  law  in  a  case  tried  in  the  Federal  District  Court  at  Cleveland, 
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Weed  ended 

40-quart  cans 

October  30 

3,278 

November  6 

8,293 

November  13 

9,958 

November  20 

12,255 

November  27 

M,300 

December  4 

11,-490 

December  11 

10,400 

December  18 

4,250 

Total 

74,224 

To  have  this  milk  available  for  allocation  to  handlers  who  were  in  short 
supply,  other  handlers  with  an  excess  beyond  their  fluid  requirements 
voluntarily  had  pledged  a  total  pool  of  approximately  50  highway  tanks  of 
milk  a  week  —  the  equivalent  of  600,000  quarts.  The  allocation  program 
ended  December  18  and  weekly  reports  were  discontinued  January  1,  1944.  (8) 

The  next  year  a  closer  control  of  milk  supplies  during  the  shortage 
season  was  achieved  by  adding  certain  provisions  to  Federal  Order  No,  27 
and  State  Order  No.  126.  Under  an  amendment,  effective  August  1,  1945,  any 
plant  for  which  the  report  of  milk  received  from  dairy  farmers  was  used  in 
the  computation  of  the  uniform  price  for  November  1944  was  designated  as 
a  npool  plant".  Other  plants  could  become  "pool  plants1*  upon  meeting  spe- 
cified requirements.  A  "pool  plant"  was  subject  to  suspension  and  pos- 
sible cancellation  if  a  handler  failed  to  meet  his  obligation  to  supply  at 
least  a  designated  percentage  of  his  graded  receipts  to  the  New  York  met- 
ropolitan area  when  he  had  received  notice  from  the  administrator  that  the 
market  was  in  need  of  supplies.  Suspensions  from  participation  in  the  pool 
could  be  invoked  only  during  the  months  of  August  through  December  or 
during  a  month  for  which  the  Secretary  had  declared  an  emergency  to  exist 
in  the  supplying  of  milk  to  the  marketing  area.  A  "pool  plant"  provision 
was  also  incorporated  in  Federal  Order  No.  4  regulating  the  handling  of 
milk  in  the  Boston  marketing  area.  Other  markets  also  adopted  order  pro- 
visions which  specified  a  handler's  minimum  obligations  to  his  home  market. 
Because  they  promote  more  orderly  marketing,  these  provisions,  born  out  of 
wartime  disruptions  of  the  fluid  milk  supply,  have  become  a  continuing 
aspect  of  Federal  regulation. 

Although  less  dramatic,  the  efficient  utilization  of  seasonal  sur- 
pluses was  also  an  important  wartime  problem  of  Government  and  industry. 
This  is  illustrated  by  the  following  excerpt  from  the  1944  Report  of  the 
Director  of  the  Office  of  Distribution,  (1^) :  "A  special  Section  32  pro- 
gram was  developed  for  the  season  of  heavy  production  in  order  to  assist 
the  movement  of  'distressed1  milk  to  plants  where  it  could  be  utilized. 
It  was  not  necessary  to  use  the  funds  provided  because  milk  handlers  com- 
plied voluntarily  and  quota  restrictions  on  fluid  milk,  fluid  cream,  milk 
byproducts,  and  ice  cream  were  liberalized  during  the  season  of  heavy  pro- 
duction so  as  to  reduce  the  danger  of  milk  waste.  Industry  advisory 
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XI  -  COOPERATION  BETWEEN  GOVERNMENT  AND  INDUSTRY 

The  Dairy  Industry  Advisory  Committee s 

Price  supports,  price  controls,  subsidies,  and  allocation  controls 
fere  major  governmental  programs  affecting  the  dairy  industry  during  World 
far  II.  The  existence  of  such  varied  and  complex  regulation  reveals  that 
the  fulfillment  of  the  war  food  program  for  milk  and  manufactured  dairy 
products  was  a  difficult  and  continuing  endeavor  both  of  Government  and  of 
Industry.  Close  working  relationships  between  Government  and  industry  were 
achieved  through  the  cooperation  of  dairy  organizations  and  through  the 
iiscussion  and  analysis  of  joint  problems  at  meetings  of  the  national  in- 
iustry  advisory  committees.  These  committees  brought  the  War  Food  Admin- 
istration into  direct  contact  with  their  industries.  Their  advice  influ- 
enced the  formulation  of  the  various  regulations,  and  they  helped  in 
clarifying  and  explaining  the  purpose  of  and  need  for  War  Food  Orders  and 
other  regulations.  The  Office  of  Distribution  of  the  WFA,  in  turn,  as- 
sisted the  dairy  and  other  food  industries  in  solving  their  problems  of 
manpower,  transportation,  facilities,  prices,  maintenance  and  repairs,  and 
operating  supplies.  The  same  industry  advisory  committees  served  both  the 
RFar  Food  Administration  and  the  Office  of  Price  Administration. 

Government  Financing  of  Manufacturing  Plants 

To  increase  the  production  of  certain  foods  which  were  essential  to 
the  war  food  program,  it  was  necessary  in  some  cases  to  build  new  proc- 
essing plants  or  to  expand  the  capacity  of  existing  plants.  Much  of  this 
expansion  was  financed  with  private  and  commercial  capital  but,  where  this 
was  impracticable,  funds  were  furnished  by  the  Office  of  Lend-Lease  Admin- 
istration. In  his  report  for  the  fiscal  year  1944,  the  Director  of  the 
Office  of  Distribution,  War  Food  Administration,  stated  that,  through  June 
30,  1944,  $12,286,266  had  been  allotted  for  the  construction  of  55  proc- 
essing plants,  as  follows:  Nonfat  dry  milk  solids,  25 \   cheese,  1;  dehy- 
drated vegetables,  9;  dehydrated  raisins,  17 %   dehydrated  apples,  1;  and 
citrus  concentrates,  2.  These  projects  required  the  approval  of  the  WFA 
on  the  basis  of  the  essentiality  of  the  product,  and  such  other  factors  as 
location,  availability  of  supplies  (such  as  edible  skim  milk) ,  productive 
capacity,  type  of  construction,  conservation  of  material,  and  the  efficien- 
cy and  experience  of  the  proposed  management.  Upon  approval  by  WFA,  funds 
were  alloted  to  cover  the  estimated  cost,  and  the  priorities  necessary  to 
build  were  recommended  to  the  War  Production  Board.  Upon  completion  of  the 
plant  the  Government  took  title  and  made  payment;  and  by  agreement  between 
the  applicant  and  the  War  Food  Administration,  the  applicant  leased  the 
plant  for  a  sufficient  length  of  time  -  5  to  10  years  -  to  permit  reim- 
bursement of  the  total  consideration.  Under  this  plant  expansion  program 
the  production  of  nonfat  dry  milk  solids  was  increased  from  366  million 
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XII  -  DECONTROL 


Controls  Over  Supplies  of  Fluid  Milk  and  Dairy  Products  Relaxed 

Set-aside,  limitation,  allocation,  and  rationing  orders  were  sus- 
pended or  terminated  when  it  became  evident  that  the  need  for  a  restriction 
no  longer  existed  (table  13).  The  prohibition  of  sales  of  heavy  fluid  cream 
under  WFO-13  and  the  limitation  on  sales  of  fluid  milk  and  light  cream  under 
WFO-79,  for  example,  were  suspended  September  1,  1945,  or  soon  after  the 
surrender  of  Japan,  Because  of  short  supplies  relative  to  domestic  and 
foreign  requirements,  set-aside  orders  on  nonfat  dry  milk  solids,  evaporated 
nilk,  Cheddar  cheese,  and  butter  were  not  terminated  until  more  than  a  year 
after  the  end  of  hostilities.  In  fact,  set-aside  controls  on  butter  were 
not  removed  until  May  16,  1947.  Consumer  rationing  of  butter,  cheese,  and 
evaporated  milk  ended  at  different  dates  in  the  fall  of  1945  (table  14) . 
Experience  showed,  however,  that  the  termination  on  September  1,  1945,  of 
WFO-13  (the  order  which  prohibited  the  sale  of  fluid  cream  containing  more 
than  19  percent  butterfat)  was  premature.  The  unleashed  demand  for  heavier 
cream  disrupted  procurement  operations  in  fluid  milk  markets  and  created 
serious  inroads  on  the  supply  of  milk  fat  for  butter  production.  A  lim- 
itation order  on  whipping  cream,  WFO-149,  therefore  was  reissued  on  July 
1,  1946.  It  remained  in  effect  during  the  1946  fall  shortage  season. 

Final  Maximum  Price  Adjustments 

These  relaxations  of  emergency  controls  were  of  keenest  interest  to 
the  particular  segment  of  the  dairy  industry  which  was  most  directly  af- 
fected. Nation-wide  interest,  however,  revolved  around  the  question  of 
whether  or  not  to  continue  price  control  and  the  accompanying  subsidy  pro- 
grams at  the  end  of  the  1945-46  fiscal  year.   In  the  spring  of  1946  it  be- 
came clear  that  there  was  little  likelihood  that  Congress  would  provide 
additional  subsidy  funds  to  offset  increased  costs  of  producing  milk. 
Therefore,  on  May  29,  1946,  under  Directive  114,  Chester  Bowles,  Director 
of  the  Office  of  Economic  Stabilization,  ordered  the  increases  in  maximum 
prices  of  butter,  cheese,  and  evaporated  milk  which  are  indicated,  respec- 
tively, in  tables  7,  8,  and  9  under  date  of  June  17,  1946.   In  addition, 
he  directed  that  ice  cream  manufacturers  be  permitted  to  reduce  the  butter- 
fat  content  of  ice  cream  by  2.5  percentage  points  without  a  corresponding 
reduction  in  maximum  prices  (provided  that  they  did  not  increase  the  vol- 
ume) ,  but  that  maximum  prices  of  other  dairy  products  not  be  increased  ex- 
cept where  necessary  to  relieve  hardship. 

In  the  case  of  fluid  milk  he  directed  that,  effective  June  1,  1946, 
or  as  soon  thereafter  as  practicable,  the  Price  Administrator  and  the  Sec- 
retary of  Agriculture  should: 

(1)   Increase  maximum  prices  to  producers  of  milk  for  fluid  uses 
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(3)  Adequate  prices  were  necessary  stimulants  to  production  and  to 
the  expeditious  attainment  of  production  goals. 

The  act  declared  that  it  was  the  policy  of  Congress  that  the  Office 
of  Price  Administration  and  other  agencies  of  the  Government  use  their 
price,  subsidy,  and  other  powers  to  promote  the  earliest  practicable  balance 
between  production  and  demand  of  commodities  under  their  control,  and  that 
the  general  control  of  prices  and  the  use  of  subsidy  power  be  terminated 
as  rapidly  as  possible  consistent  with  declared  policies  and  purposes,  in 
no  event  later  than  June  30,  1947.  On  that  date  the  Office  of  Price  Admin- 
istration was  to  be  abolished. 

Under  these  broad  objectives,  provisions  were  set  forth  for  the 
decontrol  of  nonagricultural  and  of  agricultural  commodities.  Section  (8) 
(A)  of  the  act  was  of  particular  interest  to  the  dairy  industry.  It  spec- 
ified that  no  maximum  prices  were  to  be  applicable  prior  to  August  21,  1946, 
to  livestock,  milk,  or  food  or  feed  products  generally. 

Whether  or  not  price  ceilings  were  to  be  reimposed  upon  any  of  these 
commodities  after  August  20,  194.6,  depended  upon  the  decision  of  the  Price 
Decontrol  Board.  This  Board,  composed  of  three  members  appointed  by  the 
President,  by  and  with  the  advice  and  consent  of  the  Senate,  was  established 
as  an  independent  agency  in  the  executive  branch  of  the  Government.  Price 
regulation  of  any  of  these  commodities  was  to  be  reimposed  only  if  the 
Decontrol  Board  found:  That  the  price  of  a  commodity  had  risen  unreason- 
ably above  a  price  equal  to  the  lawful  maximum  price  in  effect  on  June  30, 
194-6,  plus  the  per  unit  amount  of  any  subsidy  in  effect  as  of  June  29, 
194-6;  that  such  a  commodity  was  in  short  supply  and  that  its  regulation  was 
practicable  and  enforceable;  and,  that  the  public  interest  would  be  served 
by  such  regulation.  The  Board  also  had  power  to  determine  whether  any  sub- 
sidy or  any  part  of  a  subsidy  in  effect  prior  to  June  30,  194-6,  should  be 
reestablished.  The  decisions  of  the  Board  were  to  be  based  upon  testimony 
and  evidence  presented  at  a  public  hearing  by  industry  and  by  governmental 
agencies. 

Each  month  beginning  September  1,  194-6,  the  Secretary  of  Agriculture 
was  directed  to  certify  to  the  Price  Administrator  each  agricultural  com- 
modity which  he  determined  to  be  in  short  supply.  Dairy  products  were  cer- 
tified to  be  in  short  supply.  When  the  Price  Decontrol  Board  announced 
its  first  decision  on  the  evening  of  August  20,  194-6,  dairy  products  were 
in  the  group  which  continued  to  be  free  of  price  control.  Chairman  Roy  L. 
Thompson  of  the  Board,  however,  warned  the  dairy  industry  that  price  con- 
trols would  be  reimposed  on  milk  and  dairy  products  (as  they  had  been  on 
meats)  if  prices  increased  unreasonably  above  former  ceiling  prices  plus 
subsidies.  In  the  third  week  of  September,  the  Price  Decontrol  Board  held 
a  special  session  at  which  all  dairy  prices  were  reviewed.  Again  the  deci- 
sion was  made,  at  least  temporarily,  to  keep  the  prices  of  milk  and  dairy 
products  free  of  controls.  Prices  of  these  products  continued  to  rise 
until  mid-October,  when  price  controls  on  meats,  some  feeds,  and  fats  and 
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